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BEF01't.E THE PUBLIC UTILITIES COMMISSION OF THE S'l'A.TE OF CALlroR~I!A: I"~ 

In the Matter of the Investigation on ), 
the Commission's 'own motion into 'the ) 
reasonableneas of the tares, rule~, ) 
regul ations, ch.arges, classifica.tions, ) Case' No.' 5332 ' 
practices, operations and service, or ) 
t.rny of them, of SAN DIEGO 11'RANSIT SYST,a~.) 

Appearonces 

Pred E. Lindley and Leon ',i. Scales" for respondent. 
Lou1s M. l\(l.%'p.l' for City of Ssn Diego, interested party. 
Fred E:llis:. Mrs. Hollen M. Arnold, Dan D' Agostino 

Tom rulerrard and Rev. Daniel O'Donoghue, tor 
\"ario1.l.s residents of Hillcrest and Linda. Vista, 
in terlea ted parties. 

A. M. Ste-:,ens , tor Independent Progressive Party, 
inter,ested party. 

1e Roy E. l:toodbody, tor Rom.sn Ca.tholic Bishop' ot 
San Diego, intorested party. 

Boris H. takusta, tor the statt of the Public Utili ties' 
Commission of California. 

OPINION ------...-

'l'his proceeding is an investigation' on the Commission t s 

o\'m motion, for the pUrpose of determining whether the fares, rUles, 

regulations, charges:, claSSifications, practices, operations and 

serVice, ,or any of them" of San, Diego Transl t System. are unjust, 

unreasonable, discriminatory, or preferential in any part1cular or 

otherwise ~lawtul lmd to deter.mine the just, ~ea$onable, suffiCient, 
'> 

proper, and lc,-,vi'ul fares, rules, regulations, charges, cla.ssifications, 

practices, ,operations and service, or any, of them, 61" San Diego 

Transi t System and 1:0 fix the same by order. 

Pub11c he,arings, were held before' Cott'Jni'ss1oner Potter and 

Examiner Bryan t in .san Diego on ~r1124 and 25, and May 22 and 23, 

1952. Some'of the,~a.rties asked leave to submit briets at a'later 

-1-

'. 

, , .. 
.. ' 



e 
C. 5332 ... EM 

date, and their requests were granted. Subsequently the parties riled 

a stipu1ati.on waiving their right to tile briefs.. The proceeding wa.s 

thereupon taken under submission as ot June 6, 1952. 

'I'he subject 01' earnings and fares will be considered first. 

Applicant's tare strueture 1s based on a zone system, with seven 

zones radiating trom the business centor or San Diego. The present 

adult cash fare within anyone or between any two contiguous zones 

is 13 cents cash or one token, the tokens being sold at a rate of 
1 

two tor 25 cents. TheDe tares were established on February 5, 1951, 
2 

under authority of Decision No. 45279. The op orating results as 

forecas t and. adop ted by the Commission in that decision, and the 

actual results for the year 19$1 as subsequently reported by the 

comp any, are shown below: 

Revenues 
Expenses 

....................... .................. 
Net Before Income ~es 
Income Taxes 
Net Atter Income Taxes 

Operating Ratio @ . 
Rate Base 
Rate o! rieturn ® 

* Not reported. 

Forecast, 
Dec·42279 

95.1% 
*3,100,000 

8.1% 

@ After provision for income taxes 

1 

1951 Experience, 
Comp any Report 

$5,st7 ,3~ 
$,1::6, 7~ 

%i 700,575 
~7i,06~ 

~. 2 ,50 

94.5% 
* 
* 

Five cents is added for each additional zone. There are also 
weekly pa.sse3 t2lnd school fares. 

~ 
Decision No. 45279. da.ted Jsn:lJ.a.ry 16. 19$1. in AppJ.ication 

No. 31$42, Sen Die 0 Transit System, to increase tares, 
50 Cal. F.D.C •. O. 'lhG eompany ad soug t authority to establish 
~ basic rare or ~S eont3 cash or one tOken, the token3 to be ~o~d 
at the rate ot two for 25 cents. 
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As shown in the tabulation, the 19$1 revenues and expenses 

were substar.tlaJ.ly greater than ha.d been anticipated in advance. 

The forecast was based upon the transportation ot some 40,000,000 

passengers, an estima.te made by tho Commission after analys1s of 

toreeas,ts submltted b.1 the company, by the Comm1ssion's staf'f', and 

by the Ci ty of San Diego. In ac tual experience San Diego Transi t 

System was called upon in the year 1951 to transport 44,7$8,977 

passengers, and this despite a 23-day cessation of operations in 

!f.arch and ~ril due to a strike. 'ille condi tiona which induced 

,relatively greater patronage of applicant's lines were foreseen by 

the Co~~ission and referred to in Decision No. 4$279, supra, but it 

is n::>w clear that their effect was not anticipated in full. ~e 

unexpec ted riding trend accounts for the differenco in revenue:l. 

The addi tiona! bus miles which the traffic necessitated accounts in 

large p art for the difference in ex;> enses. 

This in ves tigation was ins ti tu ted tor the princip al reason 

1:.hat a review of monthly operating statements filed with the Commis­

sion by the San Diego Transit System Gppeared to show that the 

company's ea.:-nings under eXlst1ng fares uJ.ght' be in excess of' an 

nmount reClulred to meet operating expenses and provide a rea.sonable 

return on the used and useful property devoted to the service. For 

t.he n:.on th or August, 1951, the gross revenuos of the comp any w-;,re 3$ 

:t:'ercent abovE~ those of August, 1950. This substantial increase wa.s 

in marked contrast to the concurrent experience of other urban trens­

i='ortat10n operations. The Conur.ission caused preliminary checks to 

clo made and, shortly thereafter" instituted the present proceeding. 

Tran~ortation rate~ are, of course, esta.blished tor the 

future. In this proceeding the Commission's staff and the San Diego 
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Transit ,:)ystem prepared and submitted separate estimates ot operating 

rosul ts for the year ending wi th March 31~ 195.3. ' The staft engineer~ 

trom his analysis, reached the conclusion that the adult r.evenue 

passenger tro.ffic and school tra.ffic will remain at approxima.tely 

tl"le present levels for the coming year. Upon this basis he estimated 

that, under the eXisting fare structure, the company would derive 

total revenue5 during the rate year of ~,4oo,000. The company 

wi tnesoes, ci ting unfavorable factors such as removal trom the 

San Diego aree. of certain naval personnel, forecast total. revenues 

or ~,347 ,000. The estimates of operating expenses and of rate base 

differed even more substsn tially. The two estimates may be comp ared 

it. the following table: 

istimates tor Year Snding March 31, 19$3 

Revenues 

Operating E:Qenses ~~ 
Jinortization 
Interest on Unamortized Ret1rement 
Depree1 at10n 
Taxes 

Tot~ll Operating Expenses 

Net Betore Income Taxes 
Income Taxes 
Net Arter Income Taxes 

Operat1ng rlatio @ 
Rate Base 
~ate of Return ~ 

Commission 
Engineer 

94.9~ 
~3~7.32,lOO 

8.8% 

* Bxclu,ding amortization, deprec1at1on and taxes. 
@ After provision tor income taxes. 

Responden t 

¢,347,OOO 

4,846~091 
138,029 

557,596 
517,136 

~,058,852. " 

~ 288,148. 
,. 229t~· 

fj;i 58". 
99.1% 

~,090,,705 
.96% 

Both of the foregoing estimates include provision for a 

ba.sic wage increase of 7 cents on hour to the bus operators. T.n1s 

amount has been offered by the company, as a counter proposal, and 

has been rejected by the operators a.s insufficien t. The increase 
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ot 7 cents an hour would amount to an estimated ~.3J696 s. year. The 

Commission engineer submitted an estimate ot operating results 

exclusi ve of any wago adjus tmen t. On this b,asis he developed 

re~ults tor the year as tollows: 

Revenues ~,40oJoOO 
Expenses $,660,420 

Net Betore Income Taxes ~ 80 
Income 'taxes 0 
~et After Income Taxes ~ 0 

Operatlng rtat10 ® 
Rate Base 
rlate of Return @ 

@ After provision for 
1ncome taxes • 

94.2% 
~3" 7.32, 100 

9.9% 

.There are many factors in the estimates which might be 

discus$'~d.. Taking the rate base for example, the figure suggested. , 

by the company" exceeding ~"OOO"OOO, was based upon reproduction 

cost less depreciation, or current market value" ot property and 
.3 

cquipmen t. 'Xhe basis 1 s not accop table .. Moreover, the suggested 
, 4 

rate bll.Se includes some ::;..317,000 as provision for working capital, 

and mo:re than :..661,000 for undeprcc1ated investment in street railway 

,facilities retlred from service" and for dismantling and paving costs. 

3 
For purposeo or the 1950 rate proceeding docided January 16, 19$1 

(DeCision No. 4$279" sU2ra) tho company submitted a rate base ot 
:;,4, 7S3, 51$, and tho Commi:;lIiion, after considt;)ra.tior~ of all or the 
evidence, adopted a rate base of ~3"lOO,OOO. 

4 
Decision No. 4.5279, supra., stated a.s follows: /I'I'here is no quest10n 

tha.t the company requires cash and banking credit in the operation of 
its ~usiness. "/i'e concludo frow the evidence, however, that th.e 
comp s~y ca."'). obtain su!,flclen t cash balances tor its normal reqUire­
ments by mak1ng caret'ul use or revenues as they become aVailable .. 
Under these circumstances thero is no necessi ty to include an allow­
ance tor working cash in the rate base." 
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5 
These items should be excluded trom the rate base. Est~ates of 

veh.iclo de;>rocia.t1on and many. of th.o other i tams of expense might be 

discussed similnrly and in more detail, However, under none of the 

estimates of record are the snt1c1pated revenUes so high as to war­

rant an order of this ~ommiss1on compelling a. tare adjus'b:nent. Upon 

consideration of all of the evidence ot record it is concluded that 

the present fares of San Diego 'I'roosi t ~ys t~m have no t 'been shown to 
: I : 

be unjust, unreasonable, discriminatory, preferential, or otherwise 

unlawtul. Since no order fixing tares is cont~plated, detailed 

discussion of the various el~en~s comprising the several estimates 

would be in the nature of dicta and, as such, would' serVe no pUrpose. 

A second princ1p al subject wi thin the scope of the proceed­

ing is ~~e ma.tter of operations and service. ~be present fares Were 

authorized in JanuSl'y, 1951, with tho undorstanding that they would 

"enable the ~an Diego Transit System to carry out its declared policy 

of main tain1ng all equipment in good operating cond1 t1on, and render­

ing to the public the best service consistent with sound economies of 

operation. " (Decision No. 45279, supra.) In genera.l it appears 

trom the evidence herein that respondent has served the public well. 

i'rac tically no service complaints have beon race1 ved wi thin the p a.st 

year. Under the present investigation, engineers of the Commission's 

staff rode on allot respondent's lines one or more times to deter.m1ne, 

S.tr.ong other th.ings, the ar.oas served, physical condition of the equip­

:mont, and driver attitude. Detailed studies were made of traffic and 

scheduling. According to the testimony, the maintenance and repair 

shops of this company are well eqUipped and adequately manned with 

Skilled mechanics. 'lhe effectiveness of its preventive maintenance 

5 
The Commission engineer inclUded. a. si:n1l ar item in an al ternatl ve 

estimate (not reproduced herein) and e~ressed the view that inclu­
slon was proper "trom an eng1neer1ng and a.ccounting standpoint."'Ih1s 
oatter has be~~ considered by the ~ommiss1on tully in prior proceed­
ings involvinS the same p nrtie::, a..'1:d has been discussed m"ld explained 
in the antecedont decisions. Repetitious discussion would be point­
less. (See Decis10ns Nos. 4220,3, 48 Cal. P.u.c. 309, and 45279,supra.) 
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, ' 

program is indicated by the excellent appearance ,and mechanical condi-

tion of the eC!.uipmen t. There is evidence of accurate scheduling, 

good field supervision, end careful selection and training 'ot.,oper­

ators. The company is providing service at load standards 'in close 

conformance with those reco~mended and employed by the Commission 
6 

engineers. 

The forego1ng comments refer to the service in general. In 

one respect in particular the adequacy of the existing service was 

seriously C!.uestioned. '!he Linda Vista d1strict of San Diego is 

located north of the San Diogo rliver, about five sir·miles north of 

the downtown area. It is :;erved only by the company's Route "V", 

which reaches the downtown area v,1.a 1inda. Vista Road and Pacific' 

Highway. Thus there is no direct service between the Linda Vista 

district and pOints north and east of the downtown area. ".For example,: 

passengers wishing to travel between the .Linda .. Vista district and 

~~e Hillcrest district are required to follow a bus route nearly 

10 milos in length, although the direct distance between the points, 

via 6th Street ZXtension, is· s.bou t 3.2 miles...S1mil arcircu1 ty pre­

vails in travel between Linda Vista and points east of the Hillcrest 

district. 

Representatives of civic committees, churches and other 

organ~zations testified eoncerning the need for the service. There 

was received in evidence a copy of a resolution by the Council of the 

City of San Diego urging that full consideration be given to the 

6 
A tew examples of overloading and overservicing were observed by the 

engineers. 'i'heyoftered sugges tions tor adjus tmen ts to eftec t 1m.prove­
men t. 
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7 
proposal. The resolution :is set forth in the margin below. There 

was introduced also apetit10n from some 120 residents"ot-the Hill­

crest district urging e.Jta'blishment of servic~' via: the direot route. 

A representative or The,Linda Vista Civic Committee testit±:ed -that. 

his commun1 ty is greatly handicapped in 1 ts social and economic " 

activities by the lack of. a direct bus route. It appears 'from the 

evidence that the population of the .Ginda. Vista district' exceeds 

20,OOO~ and that additional thousands will be housed in the area 

within the next tew months. Th1s area" it also appears" is serious-

ly lacking in recreational, edUcational and other facilities. vlith1n 

t..~e Hillcrest district, on the other hand, thero are extensive 

:::edical~ educational and recreational con ters; and ea.st or Hillcrest 

there are the State.' Collego and various other edUcational, ·recreation-, 

al, shopping and relig10us centers. 

A pl!.lllning techniciDn~ employed by the planning dep artr:len t 

of the City of San Diego, introduced the results of a survey which he 

had. r.:ade of the bus routing from and to the ,L,inda Vista district. 

He testified th~t,~ind& Vista is relatively isolated geograph1cally 

rro~ the rest of San Diogo, th~t the direct route would br1ng the area 

into closer co~~unity with the rest or San Diego snd thereby tend to 

increase the unity of a city. He said that a "direct means or access 

to the city proper. •• would provide an inestimable advantage to 

7 
Resolut1on~o. 106089, adopted 1fr •• 1. 1952) ~s ~ollow~: 

ll'rhat the City Council consider:! the pre-po30d r01).te ror a bus line 
rrom ~1nda V~stn. down ~~x~ street Extension, to a ter.minal at the 
~ntorsect1on of Fifth Avenue and Univ~rsity Avenue, to b~ a £ea31ble 
and convenient routet; 1,l.rg.ing tho 1-'1,l0110 Utilit1es ConlI!l1ssion to give 
rull consideration to the request of Linda Vista residents and organ­
ization.s for this service; and that it considered 1'oa31010 and. prac­
tical by the CommiSSion, thet City Council would like to see the new 
bU3 l1no l..n3t&.lled. I' 
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t..'lO res1den·ts of .Linda Vista, as well as those people wishing to go 

to Linda Vista., to extend their shopping, medical, educational, 

recreational and socinl opp 0 rtuni ties. /I This wi moss was unable to 

supply quantitative evid~co to indicate whether the direct route 

would support itself financially. 

Ro~ondent, through its superintendent of traffic, introduced 
, 

as an exhibit a report of its 1nvest1gation into the feasibility of 

t..'le requested service. It was his conclusion that direct service 

between ~inda Vista snd Hillcrest would benof1t some, but that its 

operation would result in a "heavy financial loss." He estimated 

t.."l::tt it would be patronized by only 2.$0 passengers :per day" and that 

on the basis of full costs the operatlon would result in a loss of 

about :W50 a day. The net out-of-pocket loss, on his assumpt10ns, 

would be about ~3.2.$ a day. An engineer of the Commiss1on's staff 

est1."'llated that the direct ope::-a~ion, with a. headway of 30 minutes, 

would cos t apprOximately ~.$ to :tP70 ? or da.y, includ1ng depreci at1on, 

t~~es and interest on the investment. This amount would accrue as 

revenue,at present fares, from the tronsportation of approximately 

20 p a.ssengers on ea.ch rO\lnd trip. 'J.he engineer was doubtful, however, 

whether the line could otfer serious compet1tion to ~rivate automo­

biles tor the shoppers or students whom he believed would be most 

likely to u~e the service. 

Whethor or not the direct route would be fully compensatory 

within the near future is a matter which cannot be determined in 

advance. The tinanci al resul ts would depend princip ally upon the 

amount of patronage induced by the service. However, tb.e tlnancial 

prospects are not necessarily controlling. The record is clear that 

the ex1sting service between ~inda Vista district, on the one hand, 

-' 
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and points l"l.Orth and east 'of the downtown area of San Diego, on the 

other hand, is inadequate and insuffic1ent, and that more direct 

service 1s :necessary to, mee t an oxisting public need. Upon this 

record it is concluded, and the Commission heroby finds as a tact, 

that public convenience and necessity require the establishment of 

servJ.ce as hereinafter provided. Responden twill '0 e ordered to 

establish and ma.intain the required service. With the issuance of 

this order the investigation will be discontinued. 

ORDER .... - - --
public hearings having beon held in the abOVe-entitled 

proceeding, the evidence having been fully considered, and good 

cause app e luoing, 

IT IS HEREBY ORDERED that a certificate of public convenience 

9..."ld necessity be, and it hereby is, granted to San Diego 'I'ransit 

System, authori:d.ng the establishlnent and operation of service as a 

passenger stage corporation, as that ter.m is defined in Section 226 

of tho Public Utili ties Code, for the transportation ot passengers 

between the ~inda Vista district and the intersection of $th Avenue 

and University Avenue .. via Ulric Street an.d 6th Street Extension, all 

within the city or San Diego, as an extension and enlargement of, 

and to be consolidated with, respondent's other operative rights. 

Respond~t is authorized to turn its motor vehicles at ter.m1n1 and 

intermediato points, in either direction, at intersections of streets 

or by operating oround a block cont1guou~ to such intersections, all 

in accordance with local traffic rules. 

IT IS HEREBY FlJRTHBR ORDBRSD that San Diego Transi t System" 

shall, within ninety (90) days ntter the effectivo date hereof, and 
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on not less than five (,5) days,! notice to the Commission and to the 

public, establish and thereafter maintain service over the route 

herein au~orized, and t1le in triplicate and concurrently make 

effective taritfs and time schedules sat1sfactory to the Commission. 

Initially the service shall be oporated daily, except Sundays and 

holidays, with scheduled headways no greater than 30 minutes, between 

the hours from 6 a.m. to 7 p.m. approximately. Additional schedules 

rr.ay be operated as d&emed necessary wi thin responden t' s discretion. 

~:Lnvest1gation proceeding is hereby discontinued. 

The 13rrect1ve date or this order shall be twenty (20) days 

atter the date hereof. 

Dated at San FranCisco, Ca11fo.t'%".l.ia, this ':lin"!! day of 

{)-'(%< ., 1952. 
f' 

Commissioners ." 

Justus E Craemel' -~. - . Co:nmi::; 01 onol:' ...•••••• __ ._.! .. __ ... _, bO.1l8 
nceoso~rl1y ~~sont. did not ~~rtici~te 
ill tho dlsl?os1 t.iOll of this ~rocaecl.1ll& •. 


